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FIRST GENERAL COUNSEL’S REPORT CEL A
AUDIT REFERRAL: 12-02 SEN SIT IVE

DATE REFERRED: 04/12/2012
DATE ACTIVIATED: 08/07/2012

EXPIRATION OF SOL:  02/20/2013 - 09/30/2013

SOURCE: ' INTERNALLY GENERATED
RESPONDENTS: Chris Dodd for President, Inc. and Kathryn Damato in
her official capacity as treasurer
~>
RELEVANT STATUTES 2 U.S.C. § 434(b) = -
AND REGULATIONS: 26 U.S.C. § 9038(a) & wog
— m3
11 CF.R. § 104.3(a) ~ SS2R
& RaErg
INTERNAL REPORTS Audit Documents = Zar<
CHECKED: Disclosure Reports = 200
w T3
FEDERAL AGENCIES L =
CHECKED: None

L INTRODUCTION

This matter was generated by a Commission audit conducted pursuant to 26 U.S.C.
§ 9038(a) of the Presidential Primary Matching Payment Agcount Act, as amended, of Chris
Dodd for President, Inc. and Kathryn Damato in her afficial capacity as treasurer (“CDFP” or the
“Committee™), Dodd’s designated, publicly-funded campaign committee for the 2008
presidentiai race. The audit covered the period January 24, 2007, through September 30, 2008.
On April 9, 2012, the Commission unanimously approved the Final Audit Report (“FAR” or
“Attachment 1”). On April 12, 2012, the Audit Division referred the Receipts portion of FAR
Finding 3, Misstatement of Financial Activity, to the Office of General Counsel (*OGC”) for

possible enforcement action. Memorandum to Anthony Herman, General Counsel, re Chris
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1 Dodd for President, Inc. — Referral Matter, from Patricia Carmona, Chief Compliance Officer, er
2 al (Apr. 11,2012) (“Referral”).!
3 Based on the information set forth in the Referral, OGC recommends that the
4  Commission open a MUR and find reason to believe that the Committee violated the Federal
5  Election Campaign Act of 1971, as amended (the “Act™), by misstating the Committee’s
6 receipts.
711 FACTUAL AND LEGAL ANALYSIS
g A. Factual Background
:(l) As described in the FAR, CDFP understated its receipts by a gross amount of $764,966
12 and a net amount of $355,240 as follows:
e Matching fund payment received July 17, 2008, not reported $ 514173
o Net realized losses (investment accounts), not reported (150,370)
e Vendor refund, not reported 5,876
o Offsets to operating expentitares, not reported 23,954
e Political committee cantributinns, not reperted 16,100
o Unexplained difference (54,493)
Net understatement of receipts $ 355,240
13 FARat17.
14 Throughout the Audit process, beginning with the exit conference at the conclusion of the
15  audit, Audit staff discussed with the Committee its understatement of receipts and other material
16 misstatements. /d In response to the exit conference, CDFP explained the source of some of
17  these understatements of receipts, including that offsets to the operating expenditures were not
18  reported because CDFP was unaware of the data processing requirements for entering debts and
19

obligations. Id. Thus, many debt payments were not disclosed in CDFP’s reports. /d.

! - In responsa to OGC’s notification of the Refurral, the Committoe directed OGC to its prior responses to the
Preliminary Audit Report and the Draft Final Audit Report. See Letter from Brian G. Svoboda to Jeff Jordan (June
27,2012). Those prior submissions are discussed below.
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In the Preliminary Audit Repoﬁ (“PAR”), the Audit staff recommended that CDFP
amend its reports to correct the misstatements for 2008. Id. In response to the PAR, CDFP
stated that, after the date of ineligibility for presidential primary matching funds, CDFP had
some difficulty preparing its reports due mainly to problems using its financial database. /d. at
18. Because of this difficulty, CDFP failed to disclose the matching fund payment received on
July 17, 2008, even though the payment was otherwise a matter of public record. /d. CDFP
indicated that it wauld file amendments to correct this end other missthtcments. Id.

In addition, CDFP asserted that the PAR did not cormrectly present the “level of
misstatement,” mainly because of its treatment of the realized losses in CDFP’s investment
account. /d. CDFP argued in its written response to the PAR that the PAR “appears to confuse
fluctuations in the account’s fair market value, which do not need to be reported, with the actual
sale of the portfolio assets.” FAR at 18. Because CDFP did not accept Audit’s assessment of its
investment accounts presented in the PAR, it did not make all of the recommended adjustments
relating to the investment accounts in its amended reports. Jd. Specifically, the amended reports
did not include net realized investment losses of $150,370, which Audit asserts resulted from the
sale of bonds and other securitios from January 1 through September 30, 2008, as reflected on
the investment account statemeats. /d.; see alsn, e.g., Morgan Stanley Active Assets Account
Statement for month ending Sept. 30, 2008 at 12-14 (detailing both realized and unrealized gains
and losses) (“Attachment 2”). As a result, CDFP’s receipts remain misstated for 2008. FAR at
18.

In its response to the Draft Final Audit Report (“DFAR”) and at the Audit Hearing on
August 31, 2011, the Committee again asserted that Audit improperly treated CDFP’s investment

account losses. /4. CDFP contended that, just as Audit retreated from its initial contention in the
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Audit Report on Friends of Weiner (approved by the Commission on June 24, 2009) (“Weiner
Audit Report™) that a committee must report unrealized gains and losses, a similar
misunderstanding of the law initially shaped CDFP’s audit. Letter from Marc E. Elias and Brian
G. Svoboda to Thomas Hintermister at 3 (July 26, 2011) (“Dodd Resp.”).

CDFP contended that even if the DFAR misstatement finding reflects the sum of realized
losses (i.e., the accumulatien of losses frem actual sales of stoek, as opposed to niere fluctuations
in value), the stanste and regulaiions stiil provide no explicit guidanoe on how these must be
reported. Jd. at 4. CDFP noted that the statuic requires disclosure af, inter alia, “dividends,
interest and other forms of receipts” and *“any other disbursements|,]” citing 2 U.S.C.

§§ 434(b)(2)(J) and 434(b)(4)(G), and argued that neither the Act nor the Commission
regulations explicitly refers to the disclosure of losses, especially within an investment account.
Id. CDFP also pointed out the inconsistency between Audit’s and OGC’s analysis of how the
realized losses should be reported; the DFAR concluded that the Commi'ttee failed to disclose
realized losses as “Other Receipts,” whereas OGC recommended that they be disclosed as “Other
Disbursements.” Id. Similarly, at the Audit Hearing, CDFP argued that there was no legal
authority that required CDFP to disclose realized lesses in an investment account. FAR at 18.

CDFP argued that the Cammission should not find that CDFP “vialated the law on such
an ambiguous question, when the auditors changed the legal standard in the middle of the audit,
and when there is still no clear agreement about how the Committee specifically should have

reported this activity.”* Dodd Resp. at 4. Subsequent to the Audit Hearing, Audit clarified to the

2 The Committee also argued that “the invested funds were segregated so as not to be used in the

[presidential] primary election. One could easily tell from the Committee’s reports how much Senator Dodd had
raised for the general electinn — and how much he would have available when nominated, or would have to dispose
of when he lost.” Dodd Resp. at 4. The point the Committee raises does not apply here. It relates instead to another
Finding in the FAR that was not referred. See FAR at 6-8, Finding 1 (Net Outstanding Campaign Obligations)
(relating to the valuation of CDFP’s investment account containing only general election contributions to ensure the
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Committee that it should report its net realized investment losses of $150,370 on Schedule A-P
(Itemized Receipts), Line 21 (Other Receipts) as a negative receipt. FAR at 18.

CDFP has submitted amended reports to address the material misstatements relating to
the matching fund payment, the vendor refund, and the offsets to operating expenditures, but
CDFP has only partially amended the unreported political committee contributions. The
Committee has yet to amend its reports to refloct realized losses from its investmont account.

On March 1, 2012, the Cammission considered the Audit Division Recomnrendation
Memorandum (“ADRM") in which Audit recommended that the Commission find that CDFP
misstated its financial activity for 2008 by understating its receipts by a net amount of $355,240.
Id. The Commission unanimously approved Audit’s recommendation. /d. On April 9, the
Commission unanimously approved the FAR, which includes at Finding 3 the misstatement of
CDFP’s financial activity in the Referral. See Referral at 1.

B. Legal Analysis

The Act and Commission regulations require committee treasurers to report accurately all
receipts and disbursements. See 2 U.S.C. § 434(b); 11 C.F.R. § 104.3(a), (b). This includes
receipts of contributions, 2 U.S.C. § 434(b)(2)(A), refunds and other offsets, 2 U.S.C.

§ 434(b)(2)(1), matching funds received, 2 U.S.C. § 434(b)(2)(K), dividends, interest, and other
receipts, 2 U.S.C. § 434(b)(2)(J), and other disbursements. 2 U.S.C. § 434(b)(4)(G).

The Act and Commission regulations do not specifically address the manner in which a
committee should report realized investment losses. CDFP has noted that the statute requires

disclosure of, inter alia, “dividends, interest and other forms of receipts” and “any other

need to refund those contributions had no impact on Dodd’s matching fund entitlement for the primary election).
Consequently, the Committee’s segregation of funds used for Dodd’s presidential candidacy is irrelevant to the issue
presented: the Committee’s obligation to disclose its realized losses in its investment account.
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disbursements][,]” citing 2 U.S.C. §§ 434(b)(2)(J) and 434(b)(4)(G), and argued that neither the
Act nor the Commission regulations explicitly refers to the disclosure of losses, especially within
an investment account. Dodd. Resp. at 4. CDFP has argued that there is no legal authority that
requires CDFP to disclose realized losses in an investment account. FAR at 18.

The Commission’s Campaign Guides provide that committees should report investment
losses as negative entries in the “Other Receipts"” category of the detailed Summary Page. See
Campaign Guide for Political Party Committees (Aug. 2007) at 84 (“Report investment income
received or lost during the reporting period in the ‘Qther Receipts’ category (Line 17) of the
Detailed Summary Page.”); Campaign Guide for Congressional Candidates and Committees
(June 2004) at 86 (“A committee should report investment losses as a negative entry under
‘Other Receipts.’”); Campaign Guide for Congressional Candidates and Committees (Apr.
2008) at 110 (“Report investment income received or lost during the reporting period in the
‘Other Receipts’ category (Line 15) of the Detailed Summary Page.”).

CDFP invokes the Weiner Audit Report to support its contention that it need not report
unrealized losses in its investment account. Dodd Resp. at 3. The Weiner Audit Report
ultimately determined that Friends of Weiner (“FOW™) was required to report realized losses in
its investment account. Weiner Audit Report at 17 (“Ittitially, the Audit staff recommended that
all investment gains and losses should be reported regardless of whether they had been realized,
thus reflecting the investment’s market value at the close of the reporting period. FOW argued
that only realized gains or losses needed to be reported[.] . . . The Audit staff accepts that
reporting realized gains and losses is acceptable[.]”). The Referral does not purport to find a
violation for CDFP’s failure 1o report unrealized gains or losses in its investment account.

Indeed, the Referral does not address reporting of unrealized losses or gains at all. The Referral
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addresses instead CDFP’s undisclosed realized losses resulting from the sales of securities that
appear on its investment account statements. See, e.g., Attachment 2 at 12-14. The Weiner
Audit Report is therefore inapposite to the facts here.

CDFP claims that the DFAR demonstrates a lack of clarity with respect to the reporting
of realized investment gairns and losses because Audit recommended that the realized losses be
reported as negative other receipts, while OGC'’s positton at that stage of the process was that the

realized capital losses shauld be reporied as “other disbursements.” Dode Resp. at 4.

That OGC had
previously stated that “[r]ealized capital losses must be reported as ‘other disbursements’ in the
reporting period in which they are realized[,]"” rather than as negative “other receipts” does not
negate the fact that CDFP failed to report its realized losses af all. CDFP failed to report the
realized investment losses entirely — either as a negative entry “other receipt” as Audit
specifically zecommended, and aonsistent with the Campaign Guides, or as an “other
dishursement.” CDFP’s reparts therefore remain inaccurate, as the reports that CDFP filed still
do not indicate that it suffered any realized investment losses.

Despite the Committee’s obligations under the Act and implementing regulations to

report fully all of its receipts and disbursements, the guidance provided in the Campaign Guides

3 Memorandum to Joseph F. Stoltz, Assistant Staff Director, Audit, re Draft Final Audit Report for Chris
Dodd for President, Inc., from Christopher Hughey, Acting General Counsel, ef al. (May 24, 2011) at 4.
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about how to report realized investment losses, and Audit’s further express direction that the
Committee amend its disclosure reports to include the realized investment losses, the Committee
has refused to disclose that information on the public record. Accordingly, OGC recommends
that the Commission open a MUR and find reason to believe that Chris Dodd for President, Inc.

and Kathryn Damato in her official capacity as treasurer violated 2 U.S.C. § 434(b) and

11 C.F.R. § 104.3(a).
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IV. RECOMMENDATIONS

1. Open a MUR in Audit Referral 12-02.
2. Find reason to believe that Chris Dodd for President, Inc. and Kathryn Damato in

her official capacity as treasurer violated 2 U.S.C. § 434(b) and
11 CFR. §1043(a).

3. Approve the attached Factual and Legal Analysis.

4, Enter into conciliation with Chris Dodd for President, Inc. and Kathryn Damato in
" her official capacity as treasurer, prior to a finding of probable cause to believe.
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6. Approve the appropriate letter.

[or 2~ L

Date

00 N O\ WV AW N —

10 Dééel A. Petalas
11 Associate General Counsel for Enforcement

" MM

14 Erm-{y M. Meyers
15 Attorney

17  Attachments:

18 1. Final Audit Report
19

20

21
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Final Audit Report of the
Commission oan

Chris Dodd fos President, Inc.
January 24, 2007 - September 30, 2008

Why the Audit

Was Done
Federill law regtiires the

. Commission to audit every

politieal committee
embluhedbynemdldne
whomwlwbllcmtoe
the primary csmpaign.' The
audit determines whethey the
cantiliate wns entitied bw all
of tha mmiching fands
receinned, whether the
campaign used tee mojohing
funds in accordance with the
law, whether the cundidate is
entitled to additional
metching furds, and whetfler

" the emmipeign ctherwiss

counplied wiich tirs |mstasions,

About the Committee (p.2)

Chris Dodd for President, Inc. is the principal campaign committee of

Christophe J. Dodd, a candidate for the Democratic Party’s
nomination for the effice af President of the United States.

The

Committes is headquastered in West Hartfard, Connectieut. For
more informatian, see chart on the Campsgign Organization, p. 2.

Finaneial Activity (p.3)
¢ Recelpts

Contributions from Individuals
Contributibns from Political Committems
Transfers from Affiliated Committees
Loans Received

Matching Funds Recoived

Offscts to Operating Expenditures

0000000

prahibitinn®, and diecibemre . Dllbummum .
requirnsnents of tie cleation o Oporating Esrsdicums
law. o Loan Repaymants .
o Transfers to Other Authorized Committee
_ o Comtributinh Rofunds
Future Action . Total Disbursements
The Commisslon'may imrxime
an aoforoement action, a2 Commission
fater time, with respect to any an Findings (p. 4)
of the matters discussed in ¢ Net Outstanding Campajgn Obligations (Finding 1)
this report. e Receipt of Prokribited Contribution and Contributions
that Exceed Limits (Finding 2)
e Misstatement of Financial Activity (Finding 3)
1 26 US.C. §9038(a).

2 This represents the transfer of general election contributions redesignated to the Candidate's Senate
committee, Friends of Chris Dodd.

$ 9,848,996

4,632,357
1,302,811
1,961,742
127,012
47,506

$ 18,670,826

$ 14,978,850
1,302,811
507,910
1,365,901
$18,185472

Attachment 1
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Part 1
Background

Authority for Audit :
This report is based on en audit of Chris Dodd for President, Inc. (CDFP), undertaken by
the Audit Division of the Federal Election Commissian (the Commission) as mandated

~ by Section 9038(a) of Title 26 of tin: United States Code. Thar section states “After each

matching payment period, the Commission shafl conduct a thwrough exsnimation wad
audit of te qualified campmign expeires of svesy sandidate and his aulisorized
cormmittass who received [mmthixg] papeoents axisr sectiom 9037." Also, Sactinn
9032(b) of tha United States Codn andd Sectimer 8038.1(2)(2) of thn Ceanmizzian’s
Rogﬂdunﬂcht.beﬂmnhummaymdm«!mmﬁﬂmmdmdmm
time to time as it dooms necessay.

This sudit examined:

‘The receipt of excessive contributions and loans;

The receipt of contributions from prohibited sources;

The receipt of transfers from other authorized committees;
The dimdomre of sumritasions md tezzsdiens remnivesn

The discloanre of dishucsemnasis, debts and obligatinns;
The assordlreping process and completeness of reconda;
The consiatency betwean reported figures and bank renends;
The acenracy of the Statement of Net Outstanding Campaign Obligations;
. The campaign’s compliance with spendiiig limitations; and
0 Other campaign operations necessary to the review.

VPNAMAWN -

[

- Inventory of Campaign Recurds

The Audit staff routinely conducts an inventory of campaign records before it begins the
audit fieldwork. CDI*P’s records were mmterially eomplete and the fieldwork began
immediately.

Aunéit

CIFP regmested a hearing before the Commission. The roquest was granted asd the
hearing was held on August 31, 2011. At the hearing, CDFP addressed issues related to
the receipt of prehibited and excessive contributions, as well as, the misstatement of

Attachment 1
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Part II
Overview of Campaign
Campaign Organization
Important Dates
e _Date of Registration January 11, 2007
e _Eligibility Petitd November 26, 2007 - January 3, 2008°
o _Audit Coverage January 24, 2007 — Sejswtmber 30, 2008°
Headgquarters West Hartford, Cannextitut
Bank Information
e Bank Depositories Two
e Bank Accounts WWW
Treasurer
o Treasurer Wimn Audit Was Conducted Kathryn De=ato
e __Treasurer During Period Covered by Audit | Kathryn Damato
Iaformati
o Attended Commission CampaigmFinance | Yes
Seminar
e Who Handled Accounting and Paid staff
Recardkeeping Tasks

3 The period during which the Candidate was eligible for matching funds began on the date of cestification of his
matching fund eligibility and ended on the date the Candidate anmounced his withdrawal from the campaign. See

¢ Umlmdmdemdmlpumumdlmmmmsmbﬂso.m to determine whether the

Candidate was eligible to receive additional

Attachment 1
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Overview of Financial Activity
(Audited Amounts)
Cash-on-hand @ January 24, 2007 $ 0
o__Contributions from Individuals _ $ 9,848,996’
o Contributions from Palitical Committees 750,402
o Trensfers from Affiliated Committees 4,632,357
o Loans Received 1,302,811
o__Matching Funds Received 1,961,742
o __Offsats to Opdrating Expenditurcs 127,012
o Other Receipts 47,506
_Total Reeeipts $ 18,670,826
_o_ Opitrating Expenditures $ 14,978,850
o_ Loan Repavments 1,302,811
o _Transfers to Other Authorized Committee 507,910’
_o_Contribution Refunds 1,365,901
Tatal Disbursements _ $ 18,155,472
Cash-on-hand @ Sepiémber 30, 2008 $ 515354

' Figure includes approximately 25,000 contributions from more than 19,200 individuals.

® As of September 30, 2008, CDFP had made four matching fund submissions totaling $1,999,514 of which
$1,961,742 was certified by the Commission and paid to CDFP. This represents 9 percent of the maximum
entitiement ($21,025,000) a 2008 Presidential candidate could receive.

7 This represents the transfer of general election contributions redesignated to the Candidate's Senate commitee,

Friends of Chris Dodd.

Attachment 1
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Part III

Summaries

Commission Findings

Finding 1. Net Outstanding Campaign Obligations

As part of audit ficldwork, the Auwmlit staff rexicwed CDFP’s fizancial activity through December
31, 2010. The review indicated that the Candidate did not recelste matching fund payments in
excess of his eatitlement. In respouse to the Preliminary Audit Repest, Counsel For CBFF did
not dispute this findirg, but mxed tmx, in regud to the goneral elsctisn vemiribuzions maintaingd
inm onhzmge maunit, thie wasis zalise of tie lrokerage owount, nus diz fair maskac itue,
shenid lnve mes william] in vahation,

The Commissiow approved a finding that CUFP did not receive mawching fuski paymenits in

- excesy of the Candidate's entitlement. (Fer more detail, see p. 6)

Finding 2. Receipt of Prohibited Contxibution and
Contributions that Exceed Limits

During avdit fieldwork, the Audit staff reviewed all conteibutions from other political
commiittees. The review identified a prohibited in-kind contribution of $15,423 from the
International Association of Firefighters (IAFF) for the primary election, as well as, $51,000 in
exetonive prirzasy ehimtian contsibutimes from otker palitical conxmtaes. In edditien, the Andit
staff"s review of genaral ciaction comsributions svafestwd that CDFP kxd cor taselved
contributions tetaking $244,050 which required a radesignstien and transfer out ar a refund to the
cantributnr,

In tmpomse to e Préliniinmy Aealit Repott, COFP disgsteil wisthor it had in fast cweived a
praitibied nonteibwsiom and the anmnt of the prokitied in-kimi contxibuticm fam tha PAFF,
which CDFP believed to be lower based on the documentation it provided. Regarding the
excessive contributions from other political committees of $51,000, CDFP demonstrated that
$6,700 did mat encamet Inmits witii untinodis refundsd comtrilndions tomlisg $39,500. Fimily,
CDFP's reapunso necdond the ameunt of gmeral clontion semeritmtions whish requited a
redesignation and tmmefer oitt ar s zefund to the contributor to §7,100.

TheCunmuumnppowluﬁndhgtanDl?mwdapmhﬂmdm—kindmﬁbuﬁmﬂm
IAFF of $5,784 aind remsived koessive conttibutions from otlles politicl eoramintes totaling
$44,300 of whidhi 339,500 weee sefuntiod it ax unmitholy ooesiwr and $4,800 wexs: not resalved.
The Comminginn sizo anpxoved a fiding sert CDFP bas o rezolimad goaeral election
contributions of $7,100. (For more detail, see p. 9)

Finding 3. Misstatement af Finameish Activity

Drmring anriit fielcwrork, a comparisan of repartad figures with bank saoands smmealed that CDFP
understated its receipts by $355,240 end averstated its disbursemants by $190,935 in 2008. hr
response to the Preliminary Audit Report, CDFP amended its reports, but excluded an
adjustment relating to net realized brokerage losses. As a result, receipts for 2008 remain
misdtated.

The Commissiex) apgrovod ¢ Rmiing the CDFI? mistacst] fittarmial eordty for 2008,
(For mute getdil, sex p. 16)

Attachment 1
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Summary of Amounts Owed to the U.S. Treasury

» Finding 2 Receipt of Contributions that Exceed $ 11,900
Limits — Unresolved ($4,800 + $7,100)

Attachment 1
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Part IV
Commission Findings

| Finding 1. Net Outstanding Campaign Obligations

Summary

As part of audit fieldwork, the Audit staff reviewed CDFP’s financial activity through December
31, 2010. The review indicated that the Candidate did not receive matching fund payments in
exiaus of his entitteruint. In respanse tb fice Prelienimary Auliit Repart, Conassel for CDFP il
not dispute this finding, bul zated that, in rogard to tiie gemml alestion contributens mminieined
in & brakernge pcoaing, the basis value of the hrokerage accunt, net @n falr mesket value,
should have licon ntilized ia valustion.

The Gommission approved a finding that CDFP did not receive matching fund payments in
excess of the Candidate’s entitlement.

Logal Ssamiinrd
A. Nét Outstandiixg Caupaign Obiigstions (NOCO). Within 15 days after the candidate’s
date of ineligibility, the candidate must submit a statement of “net outstanding campaign
obligations.” This statement must contain, among other things:

e Tie: mtil of all commnidittoe asasts incikding aash-on-lnind, amannts owesl to thz enrmsitiac

and capital emnets liated at 1bwir fair masket vaine;
o T tatal of sl wirtatanding obligatians for qualifed wsnpaign expenses; and
¢ An estimate of neegasary winding-down cests. 11 CFR §9034.5(a).

B. Entitlemtent i Matéhimg Peyments after Bate of Inéligibility. If, on the date of
ineligibility, a comdidute has rex cumsundinty campuign ebligutions ms definet under 11 CFR
§9034.5, that candidais may contirere to rameive rmatabing paymaats provided that ke or she still

has net outstanding campaign debts on the day when the matching payments are made.
11 CFR §6024.1(b).

Facts and Analysis

A, Facts

The Candidate’s date of ineligibility was January 3, 2008. As part of audit ficldwork, the Audit
staff reviewed CDFP’s financial activity through December 31, 2010, and prepared the
Statement of Net Outstanding Campaign Obligations that appears on the next page.
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Chris Dodd for President, Inc.
Statement of Net Qutstanding Campaign Obligitions
As df Janusry 3, 2008
Prepared throug Decernher 31, 2010

Assets
Primary Election Cash in Bank $ 271,389
General Election Cash in Bank 1,706,575
Acsounts Recgivable 46,899
Capinl Asscts —_— 8407
Totel Assels $2,033,270
Ligbijities
Primary Elaction Accounts Payable $ 542,065
General Election Accounts Payable 1,706,575 [a]
Loans Payablc 1,302,811
Winding Down Coste:

Acvist 1408 - 12/31/10 1,301,910 [b]
Anmusts Peyable to U.S. Treasury for:

Untnaslved Excessive Contributions (See Finding 2) 4,800 ([c]
Total Linhilities 4,858,161
Net Qutstanding Campaign Ohligations (Deficit) as of January 3, 2008 __(52.824891)

[s] The NOCO statement represents the primary campaigns financial position at the date of ineligibility -
(DOD. To ensure that the need to refund general election contributions had no impact on matching fund
entitlement, the Audit staff adjusted this payable to match the general election cash in bank amount.
Prior to DO, COFP received general election contributions of $1,749,670; however, at DO, the fair
muf:&dudhhohmwmhwhid:duewm%aﬁommmdmhdwﬂ.m&l
loss 3,088.

[b] Estipesisd winding down cosls are pot inclurod above beciuse this would ondy isunesse the defioit. It is
likely that COFP is still incurring minimdl salgry and legnl expenses.

[c) This amount does not include $7,100C in unresolved excessive general election contributions.
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Shown below are adjustments for funds received after January 3, 2008, through July 17, 2008
(the dete of Sk last matimimg fusel peyment):

Net Outstandi ign Obligations (Deficit) as of 1/3/08 ($2,824,891)

Private Contribntions and Other Receipts Received 1/408 503,712
17708
ooy R Bl TR g TS RN
Remaining'Net Outstanding Campaign Obligations ($359.437)
(Deficit) as of 7/17/08

As presented abave, CIMFP has mst received matching fund payments in excess of its entitlement.

B. Prelhxinary Audlh Report & Andit Divisicn Recemnendation
The Audit staff presented the NOCO to CDFP representatives at the exit conference. In its
response, CDFP did ant arliress the NOCO. '

In the Preliminary Audit Report, the Audit staff recommended that COFF demonstrate whether
an adjustment(s) was'required to any component of the NOCO statement or provide any other
comments it desired.

C. Cammiittvs Respome to Pradiminsry Awmiit Romort

In ragpesise to the Praliminary Audit Report, Counsel for CDFP (Counsel) did not dispute the
NOCO but stated that incorrect amounts were presented for “General Election Cash in Bank”
and “Gereral Blestion Accounts Payshie” hecause these figures were generated using the fair
market value ipatead of the basis valus of the acoount. Counsel further addied tiat “While this
error does not affeet the Committee’s net financial position, it is significant in light of Findings 2
and 3..."

D. Dra® Final Aullit Report

In the Druft Fimal Audit Report, the Autlit staff cormtudstl that the gensntl sieciion brokerage
acesynt was correctly presented at fair market value as of the Candidate's date of ineligibility, in
accordance with 11 CFR §9034.5(a)(2)(i).

E. Commiitee Respanse to the Draft Fisal Auvdit Repart
CDFP did not mention this mnttos in its response to the Draft Final Audit Repart.

F. Audit Hearing
Counsel for CDFP did not discuss this matter during the audit hearing.

Commiasite Cendlusion

On March 1, 2012, the Commission considered the Audit Division Recommendation :
Mgmoranénn in which the Audit staff recommended the Commission adopt a finding that the
Candidais ditl not receive matohing fund payments in exsuss of his exitinment.

The Commission approved the Audit staff’s recommendation.
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Finding 2. Receipt of Prohibited Contribution and
Contributions that Exceed Limits

Summary

During audit fieldwork, the Audit staff reviewed all contributions from other political
committees. The review identified a prohibited in-kind contributien of $15,423 from the
International Association of Firefighters (IAFF) for the primary election, as well as, $51,000 in
excessive primary election contributions from other poiitical commiittees. In addition, the Audit
stafi"s review of general elettion contributions indicated that COF¥ Rad not resolved
contributions totaimg $24%,050 which required a redzsigantinn aad transfer out or a refuud te the
comxribukoe.

In respneme to the Preliminary Audit Report, CDFP disputed whether it had in fact received a
prohibited contribution and the amount of the prohibited in-kind contribution from the IAFF,
which CDFP bolieved to bo lawen based an the documssitation it provided. Regarding the
excessive cantributions fiom other political comnaittees of $51,000, CDFP demoostrated that
$6,700 did not exceed limits and untimely refunded corgributions totaling $39,500. Finally,
CDFP’s response reduced the amount of general election eontributions which required a
redesignation and trans¥er out or a refund to the contzibivtor to $7,100.

The Commission opreves] a finding tirst CDFP rucgived a pevhivivod In-kimd emibition froce
IAFF of $5,784 arx] rrowived ixamssise contribativas fonn ptimr pnditcal committees totaling
$44,300 of which $39,500 were refunded in an untimely mamner and $4,800 were not resolved.
The Commission alsc approved a finding that CDFP has pot resetved yenoml etection
contributions of $7,100.

Standard
A. Authsrirvied Commitee Limilts. An authorizsed committee may not receive mure thas a total
of $2,300 par ¢hecrion fram any one person or $5,000 per election from a multicandidate political
committee based on limits determined for the 2008 cycle. 2 U.S.C. §441a(a)(1)(A), (2)(A)md
(f); 11 CFR §3110.1(e) and (b) and 110.9.

B. Handling Coutsilmiiens That Appear Exesesive. If a commitac rengives s contritmtion
that apposss to be excessive, the pamzittoo must aither:
e Return the quastionahle chock to the donor; or
e Deposit the check into its federal account and:
. o Keep enongh money in the account to cover all potential refunds;
o Keep a written record explaining why the cantribution may be illegai;
o Includt this explanation on Schedule A iff the contribution has to be itemized
before its lepatity is established;
o Suek a mrmigaation of the exntsxin: pastion, following the instructions provided
in the Connninttion remainticss (soe boinw for coplamation of mrk:sipnation); and
0 ¥ the sommittee sloes nat recaive a proper mdesignaticn withia 6 days of
neceiving tiie excessiva comsibution, exfund the excassive pursion ta the dsaer.
11 CFR §1033(b)(3). (4) et (5).

C. Redesignation of Excessive Contributions. When an authorized candidate committee
receives an excessive contribution (or a contribution that exceeds the committee’s net debts
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outstanding), the committee may ask the contributor to redesignate the excess portion of the
comtrilsmitrs for use in smathey vivation. The onmmittee exupt infzsm the cantyiimene thek
1. The miegignotion mpat be sigued by the centributar; .
2. The redesigzstion mmst e received by the cammiteas within 60 days of the committee’s
receipt of the reiginel contvibutiong md
3. The contributor may insteed request a rafund aof the excessive amount.
' 11 CFR $110.1(bXS).

Wﬂm&hﬁdmmmwcmmmmemnumuumumvem

proper redesignation or refund the excessive portion to the donor. 11 CFR §§103.3(b)(3) and
110. l(b)(!)(n)(A) Rurthar, a polificol committes mmat sytain wrkton asconds commerning thy
recz:sigmation in order for it te be affentbye, 11 CFR §110.1(1)(S).

D. Gemeral Bloction Geatribuilnom I a camdidata is not a candidate in the general election,
any contributions made for the general election shall be refunded to the contributors or
xedeslgmadmmmmwnhllcmnno.l(h)(S)nrlmz(b)(S).unppmpmte.

E. Unreimbursed ‘Value df Transpofintion. ‘The unrsimbursedl value of transpormtion
providid to any canvpaign traveler is an in-kind comtribution from the service provider te the
candidate committee on whose behalf the campaign traveler traveled. 11 CFR §100.93(b)X2).

F. Poym:at of Trangpnriatice. If a campaigs traveler ysts any pthoe means of transportatien,
with the exception of m sirplane, the eampaian commitiee on whose behalf the travel is
conducted, must pay the service provider within 30 calendar days of the date of receipt of the
invoice for such travel, but not later than G0 czlendar days after the date the traval began.

11 CFR $100.93(d).

G. Receipt of Prohibited Contribution from Labor Organizations. Political campaigns may
ma;wmwmﬁnﬁmmdeﬁummemadmuyﬂmdsoflm'mm.
2UB.C §441b. -

Faots sud Aralysis

A. Receipt of Prohibited Contribution

1. Facts

During audit fieldwork, the Audit staff noted that the International Association of Fire
Fighters billed COFP $12,088 on February 12, 2008, for a share of the rental cost of an RV,
which was devorated to idiutify Senator Dodd’s presidential campaign. The IAFF invoice,
printed on its letterhead, read as an agreement between the IAFF and CDFP. It stated that
the RV vaus eented for a period of forty-eight days from November 18, 2007 to January 4,
2008. Tins isxvice inficaied that CDFP vasd the KV for zighteon days im Decemizer 2007,
through tiee duie: of incligibility. The IAFF prosated the cost uaing a dedly mte. The tainl
cost of the resixi far the factymight days wes $32,233; with $15,421 attrikuted to the emat of
the RV uml $16,81Q tn the cast of “wragping” it ta identify the campaign. The invoice
mqlmwdﬂmtplymmtofsu,onbemdewnhmuxﬁydayuothemmmoml
Association of Firefighters Interested in Registration and Education PAC (FIREPAC), a
separate segregated fund of the IAFF.
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laneem:betmmnmhlytepon.FlREPACdmcloaedmnhnganmdependmt
expmﬂnn sn November 28, 3007, in suppart of Dasid fier “RV Art & Wrapping” i tke
uummd!..ﬁuo’ Whoa questioned, CDFP representativas stated that the IAFF initially
paid for tie RV to use as transgnrtation to events involvisg comrumications with the
IAFF's restricted class. They stated that FIREPAC paid to wrep the RV becanse it was a
communication expressly advocating Senator Dodd’s presidential candidacy, which had not
been coondinated with CDFP. CDFP Ister sought to determine whether it could use the
wrapped RV from the IAFF fos its own purposes. The IAFF mmde the RV avadiable and
CDRP m=d it just prior to the Iowa caucus. Ae mvemtioned above, the itwoice for $12,088
was for a partion of the coat to roat aad wrap tha RV; bewvever, CDFF paid the eutire RV
renssl and 'minuping ama of $32,233. It showid aino be nnted that CDIFP’s vaynsent Goowrmsl
mors thati onc-andw-half ynars ser the invaire date. Aftsr reparting the imiepesrdant
expenditure, FIREPAC diseleaed a dabt owed by CDFP in its Maich 2008 moasily report
fortheﬁ:ﬂconoflheRV(s32.233)andmnnn=dtorepomhisdahxunﬂiit:epmdths
umbunmtmbbmnﬁar%mnﬂﬂynpo:t

2, Wmmmumammvmumw

In response to a dizcussion of this issue at the exit corference, CDFP representatives
provided a copy of a reimbursement check, dated October 21, 2009, to FIREPAC for
$32,233. CDFP ropreseusstives stased that CDFP paid beth for ae use of the RV and the
cost of the vexsp to avsinl iamiieing m ih-lind cantrimsion. In seanoom: s other ingénisa
from the Asulit xisif, CUFP 1epresastativen smted that it was their understmading tit the
IAFF paid the rental cost af ths RV; that thewsena RV wrapping was wiilized by bath the
IAFF and CDFP; eud that they wera not aware of any athar sxpsases that were puid by
FIREPALC gelating to the use or wrsp of the RV after GDFP aequired its use.

The Audit staff acknowledged that tie payment of $32,233 to FIREPAC by CDFP was an
attempt to rectify this matter. Eowdver, the rental portien of the RV evst (§15,428),
apperently pasd by the IAFF, appammd to da s prohibned comiribation. Litor srgmimzions
are prohibited from making contributions to political campaigns. The contribution was
resolvad in au watimely manner by CDFP a a sesnlt of the reimbtooement sinde to
FIREPAC, noted gbove.

In the Preliminery Aadit Repast, tho Audit staff recommended that CDFP provide
documentatian demoustrating that it did not receive n prohibited contribution of $15,423
fram the IAFF, mcludmgdocu!mtanontovmfylhatthelAFFdxdnotpayfonheremal
portion of the RV.

3. Cemmitwe Tspraxe o Praiminasy Auitit Repors

CDFP’s respimee Giid ant inalatio any stiditienil doramentriion. Hosesves, Cm-d
maintimed that CDFR conild not be faund o have recaived a pechibited coamibatian when it
was dircoted (en she IAFF's invoice) to pay FIREPAC and it simply complied. In addition,

! FIREPAC repored indlependent ewpeaditures of spproximately $374,000 in suzport of CDFP for the 2008
election.

s Thhplymmu-mlmfﬁllhlmcmnl:nhmbemuaﬂebﬂh‘amn!ummp
B A reimbursement from CDFP was inadvertently deposited ipto FIREPAC's non-federal account. The
subsequent transfer {0 torrect the deposit error was refiected on FIREPAC's 2009 Year-End report.
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Counsel stated that even if CDFP should have paid the IAFF, the 60-day timetable in 11
CFR §100.93 siiould mst apely teossgers it atsplind axtiy St nonteomerercial forms of
transportation. Conmsel moistaimnd that “#ss eritmary parpsse of thn wrapged tns [RV] vies
not ta transpart paopie from ploas teplace, but reshor to anrve as an unpsemi form of
campalgn visibikity, likp the C-SPAN bas or ties Ran Paal blimp.” Analyzed in this manrer,
Caunsel believed the proper question was whether the campaign paid for the use of the RV
within a commercially reasonshle time (Counsel cited 1 CFR §114.9(d) - Usa or Rental of
Corporate or Labor Organization Facilities by Gther Persans). Couhsel finrllier added that
the circumstances thitt led to the delay in payment were not adequately considered. The
resporem stut=d that while the payment remained eutitanding, CDPP was in a deficit
position with roe compaling obligations mat it ssugin b mmage as bt it coultl. Commel
maistainad they GDFP chose to pay ttw full ooat of thn RV onatal s wigp, in an abumiames
of eaution, even thoqgh there was 2 stumg srgumcat that it couid have paid leses:

Regardiess of whather tive payment for the nza of the RV is considered undws 11 CER
$100.93 - use of non-commercial forms of transportation or 11 CFR §114.9(d) - use of
corparate or labar organizatinn facilities, reimbmrsement was not made within a
commercially reasonable time.

4. BraR Final Awd?t Regert

mmmmmmmmcnmmemdapmmm@mmof
$15,423 from the IAFF,

S. Commiitee Response to the Draft Binsl Audit Repert

In response to the Draft Final Audit Report, Counsel stated there was no sound basis for a
finding that CDFP received a prohibited contribution from the IAFF. Counsel stated the
followingfnctorsfortbeCommhsion'seomidmﬁm. First, the amount in question should
be $12,088, niot $13,423, sirxce this was the amount billed to CI1®. Second, the billing was
acmﬂlymﬁmthemﬁmiuelf but rather tie union’s separdte segregated fumd,
FIREPAC. Third, CDFP paid FIREPAC for the full cost of the RV reutsl and wrag out of
an abundance of omstion, and FIREPAL spproprisely suported a dett owsd by CDFP aud
subsequently depsited COFP’s penmat intn its scnosmt,

6. Audit
Dmmglhemdithwmg.ComulmtemedﬂmpomdeeinmpommthnnﬁFmﬂ
Audit Report to support that CDFP did not accept a prohibited cantribution from the IAFF,
Counsel further mentioned that a possible explanation for the invoice being printed on the
IAFF's letterhead could be that the IAFF handled the administrative functions of its separate
scgregated fund, FIREPAC.

Commivion Conblixsim

On Mattoh 1, 2013, the Ceomingita oomuisioned sy Aaxiit Dimiston Resumusondation
Mmmdm:nuﬁmhﬁeAudustuTummhﬂhC«mﬂwMﬁdﬂmcm
recaived a pmhibitod enntribution of $15,423 from the IAFF.

Based an the dacumenter] pxo rata share of usage by CDFP, the Commission approved a
finding for the receipt of a prahibited cantributicn of $5,784 (18 days/48 days x $15,423).
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However, CDFP's receipt of a prohibited contribution was mitigated by CDFP's repayment
(albeit uatiea:ly) of the eintire RV rminl ami wxapmioe cost.

During audit ficldwork, the Audit staff identified seventcen apparent excessive contributions
totaling $51,000 from other palitical committees. The contributions initially identified by
the Audit staff included:

¢ Three contributions toiafing $8,000 that hadl been timely refunded by CDFF;
howeves, the refund checks never cleared CDFP’s bank account,

o A contsibetion of $4,000 fir wideh CDFP poewstited & timely, compisted lemes of
redenignatian tn the Csadidatn’s Seaetrarial Cinomittos, Frienss of Clutis Dodd
(FOCD). CDFP maitiser trassinread the contsibution w FQCD, ner refundad it

¢ Thirtasn sontrilvistions tataling $39,000 for which CDFP had fiiled th pmvide any
evidemce of a refund or mdesignztion:

2. Preliminary Andit Repart & Audit Dlvision Recommendation
At the exit conferenee, the Audit staff provided a listing of these apparent excessive
contributions. Counsel did not address these contributions in its response.

In the Proliminary Audit Roport, the Atdit staff resmamnemdad shat CDFY peovide
documenixtion demonstenting timt it did amt receive exneniive onmsributions, Such
documentation was to include copies of refund checks negotiated in a timely manner, or
redesigpation latty=s signed and nted in a timely mzinndr, Absent such documentatinn, the
Audit staff reremmended thas COFP meks sppropriete refunds to contritmtors and provide
evidence of such actians (copies of the front and back of negotiated rofune checks) or make
a payment of $51,000 to the U.S. Treasury.

3. Comxniiee Respumse to Fréfirinary Audit Repurt

In sespora %0 the Prelimitery Atdis Repost, Courmel provided iocomontatizn
demonstrating thmt three enntritintions tosling §6,700 were not excessive. For the
remaining fourteen contributions totaling $44,300, copies of refund checks dated November
30, 2010, were sushmitird.

4. Draft Final Audit Report

In the Dmft Final Audit Report, the Audit staff noted timt CDFP demonstraied that three
contributions totaling $6,700 did not exceed the limits, twelve cortributions totaling
$39,500 were refunded in an untimely manner, and two contributions totaling $4,800
remained unresolved until evidence was provided that the refund checks had been
negotiated. The Audit naff also recommended that, if CDFP was unsble to provide such
evidenxe, the unrexelved smwssive contrivutisms of $4,8G should be disgozasd ¢ the U.S,
Trantary.

5. Committes Bespanac t the Binoft Final Audit Regort
Counsal did not offer any comments regarding the apparent excessive contributions from
other political committees in CDFP"s respanse to the Draft Final Audit Report.

" It was Ier Bomnined that this contribution was not excessive.
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6. Audit
At the audit kearing, Ceunsel did not discuss this matter.

Commission Conclusion

On March 1, 2012, the Commission considered the Audit Division Recommendation
Memorandum in which the Audit staff recommended the Comunissicn find that COFP
received excessive contributions from other political committees totaling $44,300. Of this
amount, CDFP demvonstrated that contributions totalimg $39,500 were refunded in an
untinely manner ahd the reasisining eontributisns of $4,8009 ars uaresolved.

The Commalission agproved the Audit staff's resommendatinon,

1. Facts '

During au8it fieldwork, the Audit staff identifieq contributions designated for the general
clection totaling $244,050. As the Candidate did not participate in the general election,
these cortributions had to be either redesignated and transferred out, or refunded. In
accordanue with Advisory Opinion 2058-0% (AO), CDFP hed six days frora the reweipt of
the AO (dweed Sepmenber 2, 2008) to cbain resdigmtions or maise refonds of thie pemral
election commibutionth. IniiioHy, the At asafif dié oop loostr sedesigantion iettms
associotod weith these wentribntions and neted that sufficient CDFP fiaids were net available
to tensfer thmue fonda te FOCD or nuite neftds to the eontributacs. The Audit st
considsxad these apperent excamive costributinen utismatved until COFP movided

2. Prel'mimary Awiit Repert & Audit Division Recenenentation

At the erit enbfensere, the dudit stafi’ gravided CDFI” regrostntetiven wish u schedule
outliziiag the genaral elactina craxilutions. In response, Counsel maintained that CDFP
had properly refunded all its general election contributions.

In the Preliminary Audit Report, the Audit staff recamsoended that CBFP previde
documentation demonstrating that these conttibutions were oot cxeesaive. Such
documentarion wes 10 incinae. copies of timely ncgotiated refund checks or timely signed
and dated redésignation letters. Absent this documenmation, the Audit staff directed CDFP
to make apprapriaie refunds to cantributors and provide evidance of such actions (copies of
the front and back of negotioted refuind checks), or make a payment 6f $244,050 to the U.S.
Treasury.

3. Cenzmitee Reuponse 0 Freliminary Zudit Mogpert
In mepnnsa to the Preliowinmny Awdit Rmzert, Connsei maiminiznd it caly $14,900 of the
$244,050 in goeniral eleatinm eeritnidenn awmited mfimd os disgomgement. Counsel also
providad the following documentation in regards to the general election contributions:
a. Copies of thirty redesignation letters for contributions totaling $74,800, which were
all compieted and aigned by the contributors. All the letters requested redesignation
to the FOCD 2010 primary or gensral election and were timely ohtained by CDFP.
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b. A copy of an email confirmation from CDFP’s receipts processing vendor
demomstenting tixt it had procensed a refurst of a $2,300 sonssilnstion tn Segaemier
13, 2007. .

¢. A copy of s negotiated disgorgement check for a contribution of $5,000 and a letter
sent to the Buvean of Pulilic Debt nn November 25, 2008. Other dozmentatien
statad that the political action eocumiftee which made the original contrihutica no
longer existed

d. A copy of a negotiated disgorgement check to the U.S. ‘Treasury for $144,950, dated
November 30, 2010. Counsel stated that this check was for eighty-two stale-dated
refund chacles. Cowarel prawided chak swibs fer all the refund checles. From the
check stub, it appeared that nearly all the mfund checits wese weritters on Angust 21,
2008. Coumsci aiso addnd thet, “While e Conmaitse agnens that thie swle-dam@
refursd checks r=ust he disgpeged, many do aut providy an gppropriste basia fier a
finding of excassive camiritwstings, iz that they ware lewfully naceived and tirsly
refunded.”

e. Weh page verification from CDFP’n receipts prnccssing vander doutnnstrating that a
$2,100 contribution was returned for non-sufficient funds.

f. Copies of a negotiated refund check for $5,000, four refund checks totaling $7,100,
and a negisted disgorgernent check for $2,800 to the U.S. Treasury for
contrfbutiens for which Commnsel steted CDPP lacked evidemce of refund or timely
redesignation. All mafund checks wers cited Noventber 26, 2010, wal the
disgorgenzent cHoek wax suted Movesiter 30, 2010.

4. Draft Final Audit Report

In the Draft Fimal Audit Report, the Audis staff acknowletiged that fur tlie geateral election
contributions teteling $244,050 CDFP demenstrated that $2,100 was actually returned for
non-gufficient funds and that contributions totaling $234,850 were resolved. With respect to
the remaining $7,100, the Audit staff cansidered these contributions unresolved until
documentatitn of the negotizted refunds was proviaed or the amout was disgorged to the
U.S. Treawery.,

5. Cazzxittpe Respoms to the Danft Fical Amiii Report

In reaponoce t@ tbc Dmft Finel Amlit Report, Counacl mainttinad thmt the audit sepurt alould
make clear that, for the bulk of the general election contributions, CDFP timely obtained
redesignations and issued refunds. Counsel stated that CDFP transferred all its general
election comtrilmtions tvo FOCD. Caosusel sbjected to the Deaft Fiual Audit Report
statements that (1) COFP had not provided the required wdesignatian letters necessary to
transfer tite excessive cortributions, (2) CDFP resolved excessive contributions of $160,050
in an untimely maser, and (3) centributicos of $173,210 hava sot beon a=nsferred te
FOCD.

6. Axdit Hearing
At the aurtit hioaring, Counset peesenied the arguments ontlined in CDFP’s response to the
Draft Final Audit Report (discussed above).

Commission Conclusion .

On March 1, 2012, the Commission considered the Audit Division Recommendation
Memorandum in whi® the Audit staff recommended the Commission find that CDFP
received general eleetion contributions tenaling $241,950 ($24%,050 less a conteibution of
$2,100 that CDFP cusnonstrated win acimhily retaumed for non-sufficient funds). Of this
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amount, CDFP demonstrated that contributions totaling $234,850 were resolved'2. The
renmining contributiens of $7,100 are wmoselved.

;lheCommiuionapprovedmeAuditmﬁ'sreeommmdaﬁon.

| Finding 3. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of reported figures with bank records revealed that CDFP
understated its receipts by $355,240 and overstated its disbursements by $190,935 in 2008. In
respanse to fim Preiimitaey Audit Repozty CINFP amentiad itd sepoits, bit excloithi an
admetmont ndetitg (o net 2ealized brokerage Ioexes. As a reanit, reeeiots for 2008 remain
misstatad, '

The Cammission approved a {inding tiat CDFP misstared finarcial activity for 2008.

Legal Standard

Contouts of Repots. Exch repoit must disclose:

o The amount of cash-on-hand at the beginning and end of the reporting period;

Tha total amount of receipts for the reporting period and for the election cycle;

The total amount of disbursements for the repaiting period and for the election cycle; and
Certain wamsacticns that roguire itemizstion on Schuduie A (Itesized Receipts) or Schedule
B (Itemined Disbursements). 2 U.S.C. §434(b)1), (2),(3), (4) and (9).

. Facts and Analysis

A. Facts

As a part of fieldwork, the Audit staff reconciled reported activity with bank records for 2008.
The following chart outlines the discrepancics for the beginning cash balances, receipts,
disbursements, and the ending cash balances. The succeeding paragraphs explain why the
differences occurred, if known.

| 2008 Convmpittec Activity. _
B [ Reported | Bank Records | Discrepancy |
"Opening Cash Balance @ | $ 2,489,560 $ 2,456,875 $ 32,685
January 1, 2008 Overstated
Receipts $10910,177 $2.265,417 $ 355,240
Understated
Disbursements $4,397,873 $ 4,206,938 $190,935 |
Overstated
Ending ‘Cash Balance @ $ 515,970° $ 515,354 $616
Septembar 20, 2008 Overstated

12 This figure includes comeributions totaling $15,100 tiut were resolved in an untimely manner.

u The reported ending cash balance is incorrect because CDFP decreased its beginning -on-hand by $12.041 in
its August 2008 Monthly Report and increased beginning cash-on-hand by $527,055 in its October 2008
Monthly Report. The unexplpained changes in cash may have been an attempt to correct the cash discrepanciss
that resuti=d from the misstatements of receipts and disbursements. Absent these incorrect adjustments by
CDEP, the reported ending cash balance at September 30, 2008, would have been $1,864.
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The overstatement of opening cash-on-hand ($32,685) resulted from discrepancies that occurred

in the previous year, 2007.

The understatement of receipts resulted from the following:
Motching fund paymont reoeived 7/17/08, not reparted
Net realizad losses (brokerage accounts), not reported'*

§ 514,173

(150,370)

130443321048

[ ]

[ ]

e Vendor refund, not reported 5,876

e Offsets to operating expenditures, sot reported 23,954

¢ Political committte contributions, not reported 16,100

e Unexplaired difference _ (54493
Net uutitestairaent of resipts 3355240,

The overstatement of disbuzsemants resnlted from the following:

o Loan repayment, over-reported $ (144,757)

o Dithirsements end Iokerage fees, nat reported 239,950

o Net errors in reporting payroll and foes 41,733

* October Transfer to FOCD reported in September'® (351,210

. Repmeddubunemenmhatacmallychmdbmkmnec.'m (3,300)

o Unexplained difference __26649
Net overstatenmwit of disbursunents $.090.935)

The overstatement of snding cash-sn-hand ($616) resulted from the misstatements described
above.

B. Preliminary Austit Report & Audit Division Recommendation.
At the exit conference, the Audit staff discussed the misstatements and provided COFP

with copies of the Audit staff"s bank reconciliation. In response to the exit
conference, regarding the over-reporting of transfers to the Candidate’s Senate committee
(totaling $351,210), CDFP repinpentatives stusrd that CDFP tisd instrucent its broker to transfer
the fanda ™ the FOCD asnount, and tire beoker’s deday in making the tanatier emused thie
repating dissmpaccy. The roparting enmr eumnid have been aveidad i CDFP had net repasted
the sansfer until the fards wers satually transferred. Roganding tee mpantimg of operating
expenditures, CDFP represamtatives stated that many opezating expenditums were ant zeparted
because CDFP was unaware of the data procossing mquissments for entering debts and
obligations. Thus, many debt payments were nat disctosed in CDFP’s reports. CDFP
representatives did net adidress any of the other discrepancies noted above.

In the Prelimirary Audit Report, the Audit steff recommended that CDFP amcend its repors to
corget the misstatements Har 2008.

4 1t shanld he noted thnt tids suloies to rralized gatris mad loasas diaclosed by the brokarege firm in its mncéhly
statements, whioh werc not reported by CDFP. These net realized losses resulted from the decline in the stock

murket.

o CDFP reported this transfer in September 2008, while it actually occurred in October 2008. The Audit staff’s
bank reconciliation was done through September 2008, As such, it was recommended that CDFP amend its
reports to correctly disclose the transfer in October 2008. _
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C. Committee Response to Preliminary Audit Report

In respurtse to Ges Preliminary Andit Beport, Courmel sintee] that, after the date of ineligibility,
CIXFP khad same ditficulty in ymepaning its reparts due meirtly to prabieias axpericnced in the use
of its finamoisl datdbess. Coamsel addad thet this was why, for exauple, CDFP failed to discloso
a matehing fund payn:ent received on July 17, 2008, and over-reportad a $144,757 loan
repayment. Counsal indicated that CDFP would file amendmens to correct these misstatements.

However, Counsel furlier added that the Preliminary Audit Report did mot correctly presext the
“level of misstatement”, mainly because of its treatment of CDFP"s brokerage account. Counsel
arguwd that the Praliminary Audit Report “...sppeams to euitfise fluctustions in the seovast’s fhir
marimt vidine, witicit do ot nend to be raperte, with tie szl suke Gf the partfolio xseem.” -

In cespemze to the Peeiiminery Audit Report, COFP Sied ssemsicd repants foz 2208 aad a pantioa:
of 2009. CDFP did not accept the assessment of its brokerage accounts presented in the
Proliminary Audit Beport and therefore did net make all the recommended adjustments relating
to the brokerage acccunts in its amemied reports. Specifically, the amended reports did not
incinde net realized losses of $150,370 (see sectionr A above), and as a result, receipts remained
misstated for 2008. CDFP materislly corrected disbursements for 2008.

D. Bexilk Fimal swdit Ropass

In the: Dagfit Fimal Audit Repaet, the Audin staff sclaomittiged the smeadiments flied by CDFP
but noted that receipts remained materially misstated for 2008 as a result of CDFP’s decision to
not disploae the realined leases foom the brokerage accounts.

E. Cmmluukupunbthnnrmmnﬂmmmpm

In response to the Draft Final Audit Report, Counsel disagreed with the Audit stafi’s treatment of
CDIFP’s brokerage account losses. Counsel contended that this fintling stemmed from a
misunderstanding of the law and made comparisons to the treatment of unrealized gains and
losses in the audlit of Friasis of Antheny Weiner for the 2003-2004 election cycle.

Commsel furthor sheind thot the stamsy tad reashuihne jptaided no exgplisit guidesos tm bow
realizad Immoc mut be repartesd. Cermsnl swertad that naither expliaisly refasrnd to the
disclasure of lesses, especially withiin a hrokemge sscornt.

Counse] expressed that the Drafi Finnl :Audit Repert also demonstrated tho lack of clarity an this
issue. Caynsal pointed to the different means of disclosing the realized losses presented in the
Draft Fiml Autit Repart (in *Other Receipts™) and tire Office of General Counsel's legal
analysis of the Draft Flnat At Roport {in “Other Disberparsets™),

F. Audit Hearlog

At the mudif hesing, Conmel reitmated CDFP's pusition thint the stakte i xomulstines 1ask
guiimce on ibe repmting of realized losses. Crmmnar] alen scuind that thny did nmk belisse tiere
was logal axsimeity that requinnd CIaFP to diselass reaiizad lonses so a Srclerage account.

Suhsequent to the andit hearing, the Audit staff clarified to Counsel that CDFP’s net realized
losscs of $150,370 alrould be reported on Schedule A-P (ltemized Receipts), Line 21 (Other
Receipts) as a negative receipt.
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Commission Conclusion

On Maneh 1, 2012, ihe Conmmission considered the Audit Division Recommendation
Memorandum in which thse Audit steff resommentied the Conuxission tiad that CDFP miaxtsted
its finanaigl amtivity for 2008 by understating its ressipts by 355,240 and overstating its
dishursements by $190,935. '

The Commission approved the Audit staff’s recommendation.
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